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Tenth District Agriculture 


UCH HAS BEEN WRITTEN about the price- 
cost squeeze that has developed agri- 
culture. Its influence the parity ratio and 
farm income has been discussed widely. The 
severe drought that consistently has plagued 
large sections the Great Plains area recent 
years also has received considerable general 
publicity. The effect the drought combined 
with the price-cost squeeze less well known. 
this article, effort will made co- 
ordinate and summarize available material 
that will helpful appraising the severity 
drought and its influence the agricultural 
industry the Tenth Federal Reserve District. 
Since much the data available only 
state basis, the analysis will made for the 
seven states which all part are the Tenth 
Federal Reserve District. 

The duration and severity drought has 
varied widely within the District. Some areas 
more severely than others. There- 
fore, the District data may appear too favor- 
able persons the most severe drought 
areas, but not appear favorable enough 
those living areas where weather conditions 
have been more nearly normal. interpret- 
ing the data, allowance must made for the 
wide variations drought conditions that pre- 
vail from one region another and within 
individual states the District. 
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Precipitation 

definition, drought lack precipita- 
tion occurring over protracted period time. 
Its effects are difficult measure objectively, 
since influences different persons and indus- 
tries various ways. Furthermore, its severity 
varies sharply from region region, and its 
influence varies depending the distribution 
the limited amount precipitation received 
during the season. One way measure the 
lack rainfall compared the normal 
amount expected. 

The accompanying map indicates how se- 
vere the deficiency precipitation was 
District states from 1952 through 1956. The 
map shows the accumulated departure from 
normal for the 5-year period terms the 
normal rainfall for one year which assumed 
equal 100. For example, the areas labeled 
the map, there has been average 
deficiency two more years normal 
rainfall during the last five years. the areas 
labeled “-50,” there has been deficiency 
half year’s normal rainfall, average, dur- 
ing that period. 

The area severest drought located 
central and southwestern Kansas, southeast- 
ern Colorado, eastern New Mexico, and north- 
western Oklahoma. average, this region 
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Impact Drought 


DEFICIENCY PRECIPITATION TENTH DISTRICT STATES, 1952-1956 
Percentage Normal for One Year 


SOURCE: Department Commerce, Weather Bureau. 


has lost more than one and three fourths years 
precipitation during the 5-year period. 
Many other areas the District have suffered 
just severely from drought for year 
two, but the deficiency has 
been most protracted the area described 
the 7-state region received normal precipita- 
tion for the period being reviewed. 

The drought has shifted regionally within 
the Tenth District from year year during 


PERCENTAGE DEPARTURE 
FROM YEAR NORMAL 


MORE THAN -200 
-75 
-50 
LESS THAN 


the period studied. Although the amount 
precipitation received varies substantially 
regions within any given state, data showing 
yearly average precipitation states are use- 
ful for comparative purposes. Data the ac- 
companying table indicate the relative sever- 
ity drought states for the 5-year period, 
using average annual precipitation figures for 
comparison. 

1952, Kansas and Oklahoma were most 
deficient the amount precipitation 


W 


ceived. 1953, conditions improved some- 
what Kansas and Oklahoma, but deteri- 
orated substantially Missouri and New Mex- 
ico. 1954, the worst drought conditions ap- 
peared Colorado, Oklahoma, and 
Wyoming. 1955, precipitation increased 
all District states except Missouri and Nebras- 
ka, but total amounts remained below normal 
and conditions generally were bad because 
the accumulated deficiencies previous 
years. 1956, moisture conditions grew sub- 
stantially worse throughout most the Dis- 
trict and were particularly bad New Mexico 
and Kansas. Oklahoma also suffered from 
critical deficiency moisture during the year. 
Nebraska suffered its worst drought year 
1956, although conditions were not bad 
for New Mexico, Kansas, and Oklahoma. 
Severe drought conditions 1956, along with 
the accumulated deficiencies moisture dur- 
ing the preceding four years, were particularly 
difficult for farmers. Furthermore, farmers 
the areas most severe and protracted 
drought, general, suffered much more se- 
verely than did those areas less severe 
less protracted drought. 


Production 


Agricultural production declined sharply 
during this abnormally dry period. spite 
increased use irrigation, more emphasis 
summer fallowing and other moisture con- 
serving practices, expanded use catch crops, 
greater use the more drought-resistant crops 
and varieties, and other technological innova- 
tions, agricultural production declined sub- 
stantially Tenth District states during the 
period being reviewed. 

For comparative purposes, indexes pro- 
duction for wheat, feed grains, and hay, were 
developed for the seven District states and 
the other states the Nation. Pasture con- 
ditions also were compared. The feed grain 
index weighted composite corn, oats, 
barley, and grain sorghum production. Thus, 
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AVERAGE ANNUAL PRECIPITATION 
Tenth District States 


Normal 1952 1953 1954 1955 


13.3 13.2 
40.5 32.7 33.7 
22.8 20.2 17.3 


Per Cent Normal 


80.1 79.5 
69.9 83.4 
80.7 83.2 
88.6 75.9 
78.3 78.3 
70.6 89.5 
96.5 


SOURCE: Department Commerce, Weather 


the crops being compared account for major 
share all crop production the District. 

Wheat production was substantially above 
the 1942-51 average District states 1952, 
but declined substantially 1953 and was be- 
low average during the remainder the 
drought period. The crop was exceptionally 
large the District 1952, since large re- 
serves subsoil moisture accumulated 
previous years were available for maturing 
excellent crop. Except 1952 and 1954, 
wheat production District states was rela- 
tively unfavorable compared with the other 
states. 

Frequently, declining wheat production 
the Plains region accompanied increased 
feed grain production, since most the feed 
grains can planted catch crops aban- 
doned wheat acreage. However, lack pre- 
cipitation caused feed grain yields low 
and production these crops declined con- 
sistently during the drought years. contrast, 
feed grain production the other states 
increased rather consistently during this same 
period. Careful study the accompanying 
chart grain production reveals that produc- 
tion District states declined sharply rela- 


State 1956 
Colorado 12.9 
Kansas 15.4 
Missouri 31.4 
Nebraska 16.0 
New Mexico 
Oklahoma 21.0 
Wyoming 

Colorado 100 77.7 
Kansas 100 
Missouri 100 77.5 
Nebraska 100 70.1 
New Mexico 100 48.2 
Oklahoma 100 62.9 
Wyoming 100 

for 

ost 
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WHEAT AND FEED GRAIN PRODUCTION 


Tenth District States Vs. Other States 
1942-651 


WHEAT PRODUCTION FEED GRAIN PRODUCTION 


KEY 
states 


OTHER STATES 


1942-5! 1952 1953 1954 1955 19656 1942-5! 1962 1953 1954 1955 
AVERAGE AVERAGE 


SOURCE: Department Agriculture. 
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tion production the rest the Nation, important the agriculture the 
most which did not suffer from prolonged Although pasture production figures are 
drought. The chart also reveals that production available, the Department Agriculture 
continued decrease District states the release state index pasture condi- 


drought continued. 


tions several times during the year. This report 


Hay and pasture production are crucial the best available measure pasture pro- 
importance providing feed for cattle the chart page yearly 
sheep District states, and the drought has figure for District states and for other 
had substantial influence roughage pro- was obtained averaging the June 
duction the District. Except 1955, hay September pasture condition figures for 
production District states was below each period. Although the figures may off 
age each year during the 5-year period, slightly because weighting difficulties, they 
spite per cent increase average accurate enough for comparative 
acreage harvested. Even though farmers The chart points out that pasture 
tempted increase hay production en- have deteriorated constantly through 
larging the acreage harvested, they were able out the drought period District states and 
exceed average production only per cent the 1942-51 average 
when the acreage harvested was per should remembered that the chart 
cent. contrast, farmers the other states been prepared from District-wide data 
were successful producing above-average covering about 190 million acres pasture 
supplies hay each the five years large areas, pasture conditions 
District farmers were suffering from drought. substantially poorer than the per cent 


District states, almost twice many for the District states. 


acres are used for pasture for the produc- For the rest the Nation, pasture 
tion all other crops. Thus, pasture produc- remained near average throughout the 
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1952-56 period. The lowest condition figure for 
the other states was per cent average 
for 1955. 1956, the figure was per cent 
average. the extent that the pasture 
condition figures reflect production, obvi- 
ous that pasture production District states 
was down substantially, while the other states 
had near average production. 

With production all major crops Dis- 
trict states down substantially more than for 
the remainder the Nation, apparent that 
drought added significantly the problems 
confronting farmers the District. The ef- 
fects drought crop production, along 
with some actual deficiencies drinking 
water for livestock, also influenced livestock 
production the region. 

Meat animals account for approximately 
half the cash receipts from farm marketings 
District states. The number meat ani- 
mals that farmers can retain farms depends 
heavily feed grain and roughage produc- 
tion. Thus, declining production crops 
would influence livestock numbers. From the 
beginning the drought 1952 the end 
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1956, cattle numbers District states de- 
clined about per cent, while numbers the 
other states increased about per cent dur- 
ing the same period. the same time, hog 
numbers District states declined per cent, 
compared with per cent decrease 
the other states. Sheep numbers were down 
about per cent District states, com- 
pared with per cent decline the other 
states. Numbers cattle feed declined 
substantially District states from 1953 
1956, while increasing substantially for the 
other states. These data indicate that drought 
has affected livestock production significantly 
the District, even though various types 
emergency programs were initiated help 
livestock producers the drought areas. Had 
not been for these programs, livestock pro- 
duction, all probability, would have de- 
clined more sharply. 


Income Effects 


addition the decline net income be- 
cause the development and intensification 
the price-cost squeeze from 1951 1956, 


HAY PRODUCTION AND PASTURE CONDITIONS 
Tenth District States Vs. Other States 
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SOURCE: Department Agriculture. 
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impact Drought 


TOTAL NET FARM INCOME 


Tenth District States Vs. Other States 

INDEX INDEX 

160 160 
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SOURCE: Department Agriculture. 


farm income District states also has suffered 
because severe drought. The influence 
drought, coupled with the price-cost squeeze, 
has caused severe hardship for many farmers. 
Declining production has caused the volume 
marketings decline. Decreased volume, 
along with declining prices and increasing 
costs, has caused sharp drop net income. 

The accompanying chart shows that total 
farm income District states fluctuated 
much more widely than the other states. 
Total net farm income for the period 1949-56 
reached index 125 District states 
1951 and 1952. From 1952 1956, declined 
per cent index 67. For the other 
states, the index reached high for the 
period 120 1951 and declined per cent 
index 1956. The much sharper 
decline net farm income District states, 
compared with the other states, can at- 
tributed largely, not exclusively, the influ- 
ence severe and protracted drought. 


Conclusions 


The severe drought conditions that have 
prevailed throughout the Tenth District have 
had profound effect agricultural produc- 
tion and income. Although difficult 


measure objectively the effects drought 
agriculture, the best available data indicate 
that total agricultural output District states 
declined substantially during the drought 
period from 1952 1956, while established 
new record-high levels the other states 
the Nation. Decreased output 
states the drought years caused net farm 
income the region decline almost twice 
much for the remaining states. 

The drought also has had significant 
fluence the structure agriculture 
trict states 1957. Drought and Government 
programs combined caused farmers reduce 
the acreage seeded wheat the lowest 
levels for any recent year. Drought also 
couraged farmers place substantial acre- 
age land the acreage reserve program. 
Because the large winter wheat acreage 
placed the acreage reserve, District farmers 
will receive estimated $140 million the 
$200 million dispersed winter wheat 
farmers the Nation for wheat acreage 
serve payments. 

Drought conditions also significantly 
ence the kinds crops that farmers intend 
plant District states. The Prospective 
ings for 1957 report, released the United 
States Department Agriculture, indicates 
that farmers District states intended plant 
about per cent less wheat and per cent 
less corn than 1956. They also intended 


PROSPECTIVE PLANTINGS 


Tenth District States 


1957 Per Cent 1957 Per Cent 
Acreage Acreage 
(thousands) 1956 (thousands} 1956 


Corn 
Wheat (all) 


SOURCE: Department Agriculture. 


120 
100 
80 
60 
94.7 11,145 86.8 
49,562 81.6 19,024 750 
Oats 43,514 97.5 6,813 93.0 
Barley 16,008 108.8 2,559 
Hay 72,766 98.8 14,652 
Dry edible bean 1,466 100.4 349 
Soybeans 22,745 103.5 
Sorghums 26,400 123.2 14,126 1287 
Sugar beets 912 109.8 256 


plant somewhat smaller acreage soybeans, 
oats, and barley. the other hand, they indi- 
cated intention increase the acreage 
planted sorghums about per cent. 

interest note that data for the 
Prospective Plantings for 1957 report were 
collected and the report released while mois- 
ture conditions the drought area remained 
critical. Since the report has been released, the 
best general spring precipitation since the be- 
ginning the drought has been received. 
additional moisture received prior June 
itis highly probable that farmers will plant 
larger acreage sorghums than indicated 
the Prospective Plantings for 1957 report. 
much the drought area, land available 
for planting and farmers will plant sorghums 
effort replenish depleted cash reserves 
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caused five years severe drought. Should 
the acreage planted sorghums increased 
materially above that indicated the Pro- 
spective Plantings report, the sorghum acreage 
will come close equaling that seeded 
wheat District states. Such situation 
would unique insofar Tenth District 
agriculture concerned. 

conclusion, should pointed out that 
drought has been severe for District farm- 
ers that should cease and agricultural 
production again becomes normal the re- 
gion, net farm income could increase sharply 
spite the price-cost squeeze. Under such 
conditions, District farmers still would need 
exceptional job management, but 
they would not carrying the dual burden 
severe drought and the price-cost squeeze. 
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Trends Business Loans 
District Banks 


XPANDING ECONOMIC since the fall 

1954 has fostered tremendous surge 

business credits extended the banking 

system. all member banks the Tenth 

Federal Reserve District, business loans ad- 

vanced $427 million—an increase more than 
per cent—in the three years 1954-56. 

About half the total growth District 
business loans from 1954 through 1956, how- 
ever, occurred 1955. Both absolutely and 
percentage terms, the expansion 1956 fell 
short the two previous years and also lagged 
significantly behind the rate increase the 
United States. This reduced rate District 
business credit expansion since 1955 has con- 
tinued 1957. The aggregate growth figures 
also conceal important differences the vol- 
ume credit extended different businesses, 
and the stability their loan demands, and 
wide divergences the rate loan expansion 
among District cities. The discussion which 
follows reviews some the factors underlying 
changes District business loans during the 
past three years. 


Business Loans Industry 

Advances producers petroleum, coal, 
chemicals, and rubber dominated the District 
business loan picture during the three years 
1954-56, according reports from number 
the larger District banks. This largely re- 
flects District participation the nationwide 
growth the petroleum industry. Crude oil 
production the District has expanded over 
the past three years, with Colorado experienc- 
ing the greatest relative increase output. 
Loans these firms grew steadily well 
rapidly, rising more the recession year 1954 


than 1955. The importance this type 
lending the District indicated the fact 
that approximately per cent the dollar 
volume business loans outstanding Dis- 
trict member banks are producers 
troleum and related products. This percentage 
exceeded only loans retail trade firms, 
which comprise about per cent total 
ness credits outstanding. 

Additional sources fairly large and steady 
expansion credit demands were food and 
beverage manufacturers and trade firms. Ad- 
vances these firms accounted for per cent 
the 1954-56 growth business loans the 
sample banks reporting loans business 
borrowers. Trade firms have been im- 
portant source strength the District em- 
ployment picture over the past three years. 
the six largest District metropolitan areas 


INCREASES BUSINESS LOANS INDUSTRY 


Sample Tenth District Member Banks 
(In thousands dollars) 


30, 1953 
to 
Dec. 26, 1956 


Business Borrower 


Manufacturing and mining: 


Food, liquor, and tobacco 22,436 
Textiles, apparel, and leather 1044 
Metals and metal products (including 
machinery and transportation equipment) 
Petroleum, coal, chemicals, and rubber 52,476 
Other manufacturing and mining 5,964 
Trade: 
Wholesale 21,541 
Retail 25,610 
Commodity dealers 
Sales finance companies 20,354 
Public utilities (including transportation) 11,856 


Construction 
All other types business 


Total classified 


18,221 


Tulsa, and Wichita), all but Kansas City 
showed expanded employment the trade 
lines between early 1954 and early 1957. 
was true firms producing petroleum and 
related products, food manufacturers and trade 
firms continued expand their bank loans 
1954 (although less than the next two 
years) when some industries made net repay- 
ments excessive inventories were reduced. 

Large growth during 1954-56, accompanied 
degree instability, characterized loans 
sales finance companies, construction 
firms, and firms the “all other” category. 
Sales finance company borrowings advanced 
appreciably only 1955, year record auto- 
mobile sales, and net repayments were made 
1956. Construction firms were net borrow- 
ers and 1955, but reduced their bank 
debt 1956 with the decline residential 
construction. Loans businesses the “all 
other” category were also related housing 
activity. Virtually all the increase these 
credits took place 1954, when rising home 
construction gave impetus the mortgage 
warehousing practice. 


Regional and National Growth 


The accompanying chart compares the 1954- 
increase business loans weekly report- 
ing member banks the District and all 
reporting banks the Nation. the District, 
business loans rose materially 1954, running 
counter the national trend. The two growth 
rates were about equal 1955, but 1956, 
District business loans increased less than 
the Nation. 

The relatively stable growth rate District 
business loans over these three years, com- 
pared with wider swings the Nation, re- 
flects the lower sensitivity regional loan 
demands changes general business con- 
ditions. National trends business loans 
1954 and again 1956 were dominated 
marked fluctuations credit requirements 
metals and metal products manufacturers. 
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Trends Business Loans District Banks 


BUSINESS LOANS 
1954-56 


BILLIONS OF DOLLARS SEmi-LO@ SCA 
40 


1954 1955 1956 
NOTE: Equal slopes indicate equal rates change. 
tional figures contain small volume farm loans. 
SOURCE: Board Governors the Federal Reserve System 
and Federal Reserve Bank Kansas City. 


Production these industries particularly 
sensitive movements over-all economic 
activity, declining sharply periods reces- 
sion such 1954 and climbing rapidly the 
subsequent recovery. the District, the 
volatility these borrowings was well con- 
cealed business loan totals from 1954 
through 1956. Loans manufacturers 
metals and metal products comprise between 
and per cent the dollar volume 
business borrowing the Nation, compared 
with less than per cent the District. 
Over the three years whole, business 
loans rose somewhat more rapidly District 
reporting banks than all reporting banks 
the Nation. Since deposit growth District 
reporting banks did not keep pace with the 
national trend, loan-to-deposit ratios these 
banks, which are generally lower than other 
regions, moved closer the national average. 
The rapid growth business loans this 
region striking, since the District economy 
did not participate fully the national ex- 
pansion production, employment, and in- 
come. Steady growth petroleum production 
and trade activities this region was 
considerable importance keeping the Dis- 
trict increase from lagging behind the national 
average. These firms depend more heavily 
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Trends Business Loans District Banks 


upon commercial banks for credit than 
many other industries, and their outstandings 
are larger percentage total business loans 
the District than the Nation. 


Loans District Cities 


weekly reporting banks the six largest 
District metropolitan areas, the relative in- 
crease business loans was largest Denver, 
followed Wichita, Omaha, Tulsa, Kansas 
City, and Oklahoma City, that order. Var- 
ious factors seem have influenced the reg- 
ional pattern loan increases, including the 
growth economic activity these centers, 
the supply funds made available deposit 
gains, and the composition loan demand. 

Denver, for example, experienced the largest 
gain nonagricultural employment well 
the largest percentage increase deposits. 
And Kansas City, with nearly the smallest in- 
crease loan volume, lost deposits and was 
alone experiencing decline nonagri- 
cultural employment. The concentration 
loan increases the petroleum and related 
products field must have favored loan expan- 
sion banks heavily engaged this type 
lending activity. Reporting banks Tulsa 
have more than per cent their outstand- 
ing business loan volume this field, while 
Oklahoma City, and Denver. report- 
ing banks Omaha and the Kansas City 
metropolitan area, credits extended pro- 
ducers petroleum and related products are 
much smaller part business loans. 

These factors not completely explain the 
observed differences loan increases among 
District cities. Thus, Omaha experienced the 
third largest increase, although deposits de- 
clined and nonagricultural employment rose 
less than most the major District cities. 
Also, relatively little the loan expansion 
Omaha resulted from borrowings firms 
the petroleum group. The willingness banks 
expand loan portfolios, course, has 


BUSINESS LOANS DISTRICT CITIES 


PER CENT CHANGE DECEMBER 350, 1965 TO DECEMBER 26. 1o56 


DENVER 
WICHITA 
OMAHA 


TULSA 


Key 


COMMERCIAL AND 
INDUSTRIAL LOANS 
TOTAL DEPOSITS 


OKLAHOMA CITY 


+10 +20 +30 +650. 


Kansas City, Mo., and Kansas City, Kans. 


+60 «+70 


important influence their lending activities. 
This factor becomes increasing significance 
periods when heavy credit demands are 
accompanied slow growth the supply 
funds available for lending. 


Recent Changes 

the first quarter 1957, business loans 
declined somewhat the District. the 
Nation, the first quarter increase was much less 
than year ago. Liquidations seasonal 
borrowers—food and beverage manufacturers, 
trade firms, and commodity dealers—have been 
especially heavy. Other firms, whose credit 
requirements are less heavily influenced 
seasonal factors, have increased their out- 
standings less than the first quarter 1956, 
however. Whether these changes imply 
reversal the upward trend business loans 
over the past three years remains seen. 
There are accumulating signs greater cau- 
tion inventory buying, but little evidence 
that stocks are generally excessive relation 
current sales, that widespread attempts 
liquidate inventories are occurring. The 
loan trends the past three years suggest, 
however, that reversal inventory policy 
from accumulation liquidation should 
the making, District business loan demands 
would probably curtailed less than the 
Nation whole. 


SURVEYING THE BUSINESS CAPITAL BOOM 


URGING BUSINESS INVESTMENT has been 

mainstay the recent rapid 
expansion. real sense, constitutes the 
second phase the general upswing which 
began late 1954. Rising consumer demands 
for new homes and autos dominated the up- 
turn initially. When these demands slackened 
some months later, the boom was prolonged 
the demands business fixed investment 
programs. During 1956, these programs 
culminated $35 billion worth new plant 
and equipment increase per cent 
from the year before. 

1956 drew close, the question 
continued plant expansion 1957 was cloud- 
ing the economic outlook. Projected expendi- 
tures were known tapering off. But un- 
certainty—engendered the squeeze profit 
margins, reduced corporate liquidity, and other 
factors—broadened the range business an- 
ticipations include possible downturn 
plant expansion. 


The 1957 Program 


Many such fears were allayed March 
with the release the official Government 
survey investment intentions for this year. 
Businessmen expect spend $37.4 billion 
new fixed capital 1957, increase about 
6.5 per cent over the record 1956 level. These 
plans apparently are based upon the expecta- 
tion good sales during 1957, well the 
expectation that the investments will prove 
profitable over the long run. Seeming lend 
some support the 1957 sales projections, 
business sales have moved somewhat high- 
levels during recent months. 

Most industry groups are scheduling in- 
creased outlays this year, while 1956 in- 
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creases were universal. Public utilities and 
railroads plan the largest relative increases 
this year—one fourth and one fifth, respec- 
tively. Manufacturers expect boost outlays 
per cent and nonrail transportation firms 
plan per cent gain. the other hand, 
commercial companies anticipate decline 
investment and mining firms foresee little 
change. 

The increase scheduled public utilities 
also will one the largest dollar gains 
the year. planning outlays more than 
billion, utilities will add about $1.2 billion 
their 1956 total. New electric power plants will 
provide the major share the gain. 

Many the industries which scored sizable 
advances 1956 are repeating with broad 
expansions 1957. Primary metals, machin- 
ery, transportation equipment other than mo- 
tor vehicles, chemicals, and petroleum dis- 
play such pattern manufacturing. the 
nonmanufacturing area, the substantially en- 
larged programs electric utilities, 
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Surveying the Business Capital Boom 


air transportation, and communications also 
follow sizable 1956 gains. 

Although many industries the important 
manufacturing area plan substantial increases 
this year, gains projected individual firms 
are less predominant this year than 1956. 
the other hand, the largest decline far 
scheduled the auto makers and probably 
reflects the absence major model-change 
plans some producers 1957. The pro- 
posed expenditures durable goods manu- 
facturers other than motor vehicle firms show 
per cent increase 1957 compared with 
the per cent gain planned all durable 
goods producers. 

Not all the scheduled $2.3 billion increase 
total outlays will result corresponding 
real investment. Higher prices will absorb 
part the expected increase. the early 
weeks this year, the price capital goods 
was about per cent above the average 
1956. Approximately one half the scheduled 
increase during 1957 may due higher 
prices, according the Department 
Commerce. 

The greater part the planned increase 
between 1956 and 1957 has already been com- 
pleted. Outlays for the first and second quar- 
ters are scheduled annual rates $36.9 
billion and $38.0 billion. For the second half, 
these figures imply sustained high volume 
spending near the peak reached the be- 
ginning the year. Thus, while business fixed 
investment likely strong sustaining 
force national output, will not ex- 
panding influence. 


Programs and Actions 


How closely will actual expenditures follow 
these plant and equipment anticipations this 
year? The past record the Commerce-Se- 
curities and Exchange Commission survey 
good; but course, survey intentions 
can relied upon give perfect answer. 
The survey, which has been conducted for the 


past years, has been appraised several times 
recently. One such study was published 
the May 1956 issue this Review. The 
ings indicate that the annual survey has been 
very valuable anticipating both the 
tion and magnitude changes total invest. 
ment. Quarterly supplements provide very 
useful indicator short-run investment trends 
and thereby make more refined analysis pos- 
sible. 

For example, early 1953 and after three 
years rising investment outlays, the annual 
survey pointed further gain per cent 
during the year. Although the direction 
change was indicated properly, expenditures 
actually increased per cent. addition, 
and great importance, the seasonally ad- 
justed quarterly series correctly anticipated 
the downturn that followed the third quarter 
1953. Again, the beginning the current 
upturn investment during the second 
ter 1955 was anticipated correctly. Although 
the annual survey made the same time 
pointed rise only per cent from 1954 
1955, the quarterly figures suggested rather 
pronounced upturn because the anticipated 
level for the entire year 1955 was per cent 
greater than the first quarter rate. 

The survey for 1955 understated the ad- 
vance since aggregate outlays increased per 
cent instead the anticipated per cent. 
Successive quarterly surveys indicated upward 
revisions third and fourth quarter spending 
rates, but even with these adjustments, actual 
spending exceeded anticipations. 

Some part the difference between antici- 
pated and actual spending 1955 was due 
the rise prices. Plant and equipment 
costs were about 114 per cent higher for the 
year than they had been early 1955 when 
the survey was made. Then, too, the recur- 
rent underestimation expenditures 
smaller firms was even larger than usual dur- 
ing 1955. Seventy per cent the small manu- 
facturers and more than per cent the 
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medium-sized group exceeded their 1955 ex- 
pectations. Among the large firms, the 
other hand, the number spending more than 
planned was about equal the number 
spending less than planned. 

Probably even more important explaining 
the 1955 deviations was the strength sales. 
Early the year, manufacturers expected 
sales rise only per cent above the 1954 
level. Sales actually jumped per cent, with 
the result that profits were high and capacity 
shortages developed several industries. 

The per cent increase plant and equip- 
ment expenditures 1956, which was among 
the largest the postwar period, was antici- 
pated very closely the initial survey 
1956. The survey projected aggregate ex- 
penditures $34.9 billion for the year. Actual 
investment was $35.1 billion. Outlays fell 
tant industries—railroads, nonrail transporta- 
tion, public utilities, and, more limited 
extent, manufacturing. the other hand, 
mining and commercial firms exceeded their 
plans. terms over-all real investment, 
however, the volume was probably less than 
anticipated because prices may have been 
higher than expected. 

The figures for 1956 and for the first and 
second quarters that year, which were re- 
leased concurrently, implied very little in- 
crease during the second half from second 
quarter rates. was expected, the implied 
second half rate was understated and succes- 
sive quarterly surveys raised the level pro- 
posed spending. However, while businessmen 
were increasing their capital goods outlays, 
they were unable meet the anticipated 
levels. After the first quarter last 
outlays were consistently less than planned. 
Actual spending was not only less than 
that planned the first anticipation but also 
less than the second anticipation, which 
each case had been revised downward from 
levels. This undoubtedly reflected the 
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SOURCE: Department Commerce and Securities and 
Exchange Commission. 


knowledge that the programs could not 
carried out. 

Since each successive survey over the year 
reported increased outlays, the failure at- 
tain projected levels probably additional 
evidence the supply limitations which pre- 
vailed broadly throughout the economy last 
year. Shortages several types steel prob- 
ably had the most notable impact. Insufficient 
quantities structural steel seem have 
limited the investment programs the pri- 
mary metal and transportation equipment in- 
dustries. The railroad carbuilding program 
was set back the shortage plate. Pe- 
troleum companies felt the limitation steel 
tubing supplies their well drilling programs. 
The largest downward adjustment projected 
expenditures occurred the final quarter 
1956 and probably reflects the impact the 
summer steel strike. 

What this means for 1957 that new 
record business capital outlays will likely 
established. But because capital outlays 
have been volatile element the past, will 
important watch the sensitive quarterly 
anticipations for any significant changes dur- 
ing the year. 
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TenthF.R. Dist. 


FEDERAL CASH PAYMENTS PUBLIC 
VS. PURCHASES GOODS AND SERVICES 


BILLIONS OF 


100 CALENDAR WEARS 
FEDERAL CASH PAYMENTS 
THE PUBLIC 
FEDERAL. PURCHASES 
GOODS AND SERVICES 


*Change reporting basis February 1954. 


BANKING THE TENTH DISTRICT 


Deposits 


Reserve 


Country City Country 
Member Member Member 
District Banks Banks Banks 
and 


States 


Colorado 
Kansas 
Missouri* 
Nebraska 
NewMexico* 


Oklahoma* 
Wyoming 


*Tenth District portion only. reserve cities this state. 
than per cent. 


PETROLEUM IMPORTS AND EXPORTS 
United States 


MILLIONS BARRELS MILLIONS 
SEMI-LOG SCALE* 


IMPORTS 


EXPORTS REFINED 


1955 1956 


*Equal slopes indicate equal rates change. 


PRICE INDEXES, UNITED STATES 


Consumer Price 
Wholesale Price Index 
Prices Paid Farmers 


evised. 


TENTH DISTRICT BUSINESS 


District Check Department 
Payments Store Sales Building 
and Principal 
Metropolitan Percentage change—1957 from 


Areas 


Dist. 
Denver 
Wichita 
Kansas City 
Omaha 
Okla. City 


Tulsa 


*City only. City, Mo., only. City, 
**March decrease partially reflects later Easter date this 


30.0 
18.0 
3.0 
Mar. 
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March 1957 Percentage Change From 
Year Year 
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